
COMMONWEALTH OF KENTUCKY 

BEFORE TEE PUBLIC SERVICE COMMISSION 

In the Matter of: 

TEE APPLICATION OF KENTUCKY 1 
UTILITIES COMPANY TO ENTER INTO AN ) 
AGREEMENT AND PLAN OF EXCEANGE AND ) CASE NO. 10296 
TO CARRY OUT CERTAIN TRANSACTIONS ) 
IN CONNECTION THEREWITH 1 

O R D E R  

Pursuant to the Commission's Order of October 6, 1 I, mem- 

bers of the Commission Staff met with representatives of Kentucky 
Utilities Company ("KU") and the Utility and Rate Intervention 

Division, Office of the Attorney General, on November 18, 1988 to 

address the filing requirements for KU and the holding company 

under the approved reorganization. A memorandum of underatanding 

noting the agreements reached with regard to specific filing 

requirements was distributed to all parties on January 18, 1989. 

The memorandum of understanding is attached hereto as Appendix A 

and is incorporated in the record of this case. 

IT IS TEEREFORE ORDERED that: 

1. The filing requirements aet forth in Appendix A be and 

they hereby are adopted in accordance with the Commission's 

October 6, 1988 Order. 

KO 2. and the holding company shall comply with the filing 

requirements as set forth in Appendix A. 



Done at Frankfort, Kentucky, this 30th &,, of J-, 1989. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

Executive Director 



To: 

FROM I 

DATE : 

RE : 

APPENDIX A 
APPENDIX 'Po AN ORDER OF THE Kml!DcI[Y PWLIC SERVICE 

CONNISSION IN CASE No. 10296 DATED 1/30/89 

I N T R A  - A G E N C Y  T I L E D  
N E N O R A N D Q N  JAN I8 1989 

PUBLIC SE~VlCE 
COMMISSION 

C a m  File No. 10296 
Kentucky Utilities Company (*RU*) 
Holding Company 

Gary Forman, m n a g e 6 ~  
Electric and G.8 Revenu 
Requirements Branch 
Rates and Tariff8 DiVhfOn 

January 16, 1989 

Informal Conference on Filing Requirement8 
November 18, 1988 

Pursuant to the Order of the Commisrion dated October 6, 
1988, in thi8 matter, repre8mntative8 of KO, the Attorney General, 
and the Commisrion Staff met to dircu.8 the filing requirements 
for KU and the holding company under the apQr0V.d reorganiration. 
Prior to the conference, on November 15, 1988, an agenda for the 
meeting was distributed to all parties to the original proceed- 
inga. Attachment A is a list of attendee8 of the informal confer- 
ence. Attachment B hereto contain8 the Agenda. 

At the outset of the meeting, KU repre8entative8 di8trib- 
uted copies of periodic reports (Attachment C) which would be 
filed in conformance with Item8 A through E(Z) of Attachment I to 
the Agenda. KU sugge8ted that these report8 would be filed quar- 
terly. Another handout supplied by KU, Attachment D, contained 
filing deadliner for variour reports contained in Attachment C. 
It waa agreed that the80 would be reasonable filing date8 for the 
periodic information reports required by the Order. KU indicated 
that it would not begin reporting under the reorganization until 
other approval8 on the matter had been obtained. KO hopes to have 
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a decision from the SEC by January 1989 for presentation at the 
April 1989 stockholders' meeting, and other approvals are expected 
at any time. 

With regard to Item E ( 3 )  of Attachment I to the informal 
conference agenda, KU will provide the number of employees for the 
holding company and each subsidiary on the basis of payroll 
assignment, along with the quarterly filings. While on the sub- 
ject of employees, we discussed Item F(7) relating to transfers of 
professional personnel from KU to the holding company or subsid- 
iaries. It was agreed that KU would provide annually the total 
number of employees transferred from KU, and: would provide the 
current and previous job descriptions, years of service, and 
salaries for each salaried employee transferred. With the under- 
standing that this type of activity would be minimal, initially, 
it was agreed that in the event this filing became cumbersome for 
KU, the extent of information filed could be reconsidered. 

staff indicated that Item F(1) should contain a narrative 
discussion of all types of transactions occurring between KO and 
affiliated companies during the previous year. This discussion 
would be general in nature and details of these transactions would 
be filed in other items. This filing would also contain informa- 
tion with regard to the total monetary value of items sold and/or 
acquired by KO to or from affiliates with details of major trans- 
actions disclosed in other filing requirements. 

In discussing Item F(2) we also considered requirements 
of Agenda Items 11 A(1-3). The specific identification of major 
transactions would be reflected in periodic reports by KU of sales 
or transfers of assets and through contracts for purchase or sale 
of goods and services. These filings would be made under Item I1 
A(1) at the time these transactions occurred and also recapitu- 
lated in annual filings under Item F(2). Considerable discussion 
ensued as to how major transactions should be defined under F(2) 
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and significant transfers and major transactions under Item I1 A. 

Staff suggested a threshold of $100,000 value or greater to con- 
stitute a major/significant transaction. KU suggested that there 
may be some merit to establishing a percentage of the asset value 
to total assets or categories of assets. In consideration of the 
fact that establishing an agreeable threshold could be time con- 
suming and all parties were not prepared to commit to a certain 
method or dollar value, it was agreed that staff would be in con- 
tact with KU subsequent to the conference to reach an agreement on 
this matter to include in the conference memorandum. Attachment E 
contains the criteria for determining significant transactions 
agreed upon by Staff and KU on December 21, 1988. 

KU indicated that to comply with Item F ( 3 )  it internally 
reviews cost allocations on an ongoing basis and modifies the 
allocation factors if necessary, subsequent to such reviews. In 
order to spread the review process out, various factors are 
reviewed at various times throughout the year. KU agreed that it 
would file its cost allocation factors and a summary of the study 
conducted and basis for the allocations currently in use. Each 
time an allocation factor is reviewed and modified, the new factor 
will be supplied to the Commission. 

With regard to Item F ( 4 ) ,  KO indicated that each time an 
asset is transferred it would be in the form of a sale which xould 
be pursuant to an agreement between KO and the purchaser. If an 
affiliated company purchased the asset a commitment document would 
be processed through the accounting department which would docu- 
ment the basis for the price. These documents would be filed for 
each major transaction. For non-major transactions a discussion 
would be included with annual filings of the nature of transfers 
of minor monetary value and the general basis for pricing these 
transactions. KU would also file annually any changes to ongoing 
contracts for purchase of goods and services and the basis for the 
pricing. 
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Agenda Items F(S) and (6) were covered in other areas and 
no further consideration was given to these items. 

Under Agenda Item I1 A(l), KU agreed to file copies of 
contracts and agreements at the time they occurred. UU was not 
certain as to the detail of commitment documents and it was agreed 
that additional documentation related to contracts and commitment 
documents would be considered on a case by case basis as these 
transactions occurred. 

Agenda Item IT A ( 2 )  which indicated that studies should 
be submitted in conjunction with significant Transfer8 of Utility 
Assets, Business Ventures of Holding Company and Other Major 
Transactions was discussed. KU indicated some reservations with 
regard to submitting studies since these would not necessarily be 
conducted in every situation and to compile this information with 
regard to every significant situation would be burdensome on KO 
and possibly of little value to interested parties and Staff. KU 
did offer to make all records associated with creation of new 
business ventures and major transactions between affiliates avail- 
able at their offices and in some instances would file documenta- 
tion. Staff suggested that KO prepare an index of documents 
related to these transactions but KU was opposed to this require- 
ment. It was agreed that, initially, documentation would be made 
available, upon request, on a case-by-case basis. 

KO expressed some concern about submitting bylaws of new 
businesses entered by the holding company and was not clear as to 
what other legal documents associated with these activities would 
be. It was agreed that there would be no ongoing requirement to 
submit other legal documents. As to the Articles of Incorporation 
and bylaws, it was agreed that both would be submitted for affili- 
ated companies which are in businesses related to the electric 
industry or that would be doing business with KU. Only the 

.. -, 
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Articles of Incorporation would be filed for non-related busi- 
nesses. 

It was agreed that Agenda I t e m  I1 B(1-3) had been 
covered in previous discussions and the information would be 
provided. 

Agenda Item I11 was briefly discussed. Staff noted that 
much of the information contained in the periodic reports concern- 
ing the holding company and related affiliates would have to be 
filed on a test year basis in rate cases. Staff and KU concurred 
that there may be some difficulty in matching a fiscal test period 
with the calendar year filing requirements. KO indicated that a 
change in cost allocation factors during the test period might 
require an annualization type adjustment but KO would not neces- 
sarily need to prepare a cost allocation study for the 12 months 
of the test period. Staff disagreed on this point, however, it 
was pointed out by Staff that some of the information would be 
filed in rate cases at the company's discretion, but as usual 
would be subject to KO's justification for the basis of its 
position. 

The conference was adjourned with the understanding that 
a draft of this memorandum would be circulated to all parties 
attending the informal conference for their review and concurrence 
with the content. 

Attachments 



ATTACHtlENT A 



ATTACHMENT B 

Case No. 10296 
KU Holding Company 
Informal Conference 
November 18, 1988 

AGENDA 

I. Reports Specified in Order of October 6, 1988 

A. Review Attachment I 

B. Content 

C. Filing Dates 

11. Additional Filing Requirements Implied in Order 
But Not Specified 

A. Reports Concerning Significant Transfera of 
Utility Asseta, Busineas Venturea of Holding 
Company and Other Major Transactions 

1. Contracts or Agreements 

2. Studies performed in conjunction with these 

3. Other legal documenta associated with these 

activities. 

activities (i.e., articles of incorporation, 
by-laws, etc.) 

8. Proof That No Cross-Subaidization Haa Occurred 

1. 

2. Direct cost assignment procedures 

3. Documentation supporting the pricing of goods 

Coat allocation methodologies for accounting 

and services between affiliates and KO 

111. Rate Case Filing Requirements 



ATTACHMENT B 
Attachment I 

Case No. 10296 
KU Holding Company 
Informal Conference 
November 18, 1988 

A. 

8. 

C. 

D. 

E. 

F. 

Annual Holding Company and Subsidiary Financial 
Statements 

Annual Consolidating Adjustments with Explanations 

Annual Balance Sheets and Income Statements of Non- 
Consolidated Subsidiaries of Holding Company 

A11 SEC Reports 

Quarterly Reports of KU's Proportionate Share of Holding 
Company's: 

1. Operating revenues 

2. Operating and maintenance expenses 

3. Employees 

Annual Reports of: 

1. 

2 .  

3 .  

4 .  

5 .  

6 .  

7 .  

The nature of intercompany transaction8 

Specific identification of major transactions 

Basis for cost allocations 

Basis for transfer pricing 

Discussion of standard used for assets transferred 
(cost or market) 

Allocation factors used to determine cost for 
assets transferred (if different from prior years) 

Professional personnel transferred to holding com- 
pany or subsidiaries with previous and present 
duties 
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ATTACHMENT C 
1 

REPORT NO.: RS094050-01 s KENTUCKY U T I L I T I E S  COMPANY AN0 SUBSIOIARY 
CONSOLIDATING IIICOME STATEMENT 

PERIOD ENDING 03/31/88 
PAGE 4 

RUN OATE 0 4 / 0 8 / 8 6  
RUN TIME 21.49.14 

3.734.976.16 44.101,323.75 2r5520032.04 45,284.267.87 

.oo 
2.425.685.04 

.oo  
15,898,707.34 

888.246.63 . 00 2,425,685.04 
15.898.707.34 

888,246.63 
.oo  

NET OPERATING IHCOME 

OTHER INCOME AND DEDUCTIONS 

TOTAL OTHER INCOME AND DEDUCTIONS 

AFUOC - EPUITY 
OTHER INCOME AND OEDUCTIONS (NET) 

INCOME BEFORE INTEREST CHARGES 

INTEREST CHARGES 
INTEREST 011 LONG-TERM DEBT 
OTHER INTEREST CHARGES 
AFUOC - BORROHED FUIIDS 

TOTAL INTEREST CHARGES 

MET IIICOME 
PREFERRED STOCK O I V  REQUIREMENT 
t iET IIICOME AVAILABLE FOR COMMON 
EAR111 llGS/SH OF CO"lOI1-CONSOL 
EARlllI lG5/SH OF KU CO 
EARN1 I I G S / S H  OF COMMON-SUBSIDIARY 
A\IG t4UMBER OF SHARES OUTSTANDIN0 

.oo  
3.189.04 
3.304.72 

59,199.18 
98.165.87 
13.752.88 
4,395.77 

150,190.52 
3320197.98 

.oo 
11,678.15 
680848.33 
4,140.93 

84,667.41 
189,200.26 
66.405.00 

.oo 
19.2Jl. 00 

.oo  
-1,568.00 
84,068.00 
131.800.85 

3.247e619.54 
' 487,356.62' 

.oo  
24.252.56 
24,252.56 

511,609.18 

.oo 
320,426.43 

.oo 
320.426.43 
1910182.75 

* 00 
191.182.75 

.oo 

.oo . 00 . 00 

1.015.487.97 
102.J95.76 
238,818.79 
712,903.51 

1,091,905.94 
214.432.21 
90,455.93 

J.355.723.15 
6,822,123.26 

2,231.322.28 
221.319.21 
976.293.81 
67.245.15 

3.496.110.45 
4,112,970.78 
2,876,948.00 

486.059.00 
200,612.00 
211.847.00 
-13.965.00 

3,761.501.00 
752.435.64 

35,732.165.10 
8,369,158.65 

2,700.00 
1,126.800.47 
1,129,500.47 
9,498,659.12 

2,971.916.09 
47,952.32 
-1.271 .OO 

3,018.597.41 
6,480,061.71 

510,399.99 
5.969.661 -72 

. I 6  

. I5  

.01 
J7.817.878.00 

.oo 
e00 

.oo 
2,552.032.04 

.oo 

509.217 .33 
509,217.33 

509.217 .J3 

sia, 034.58 
318,034.58 
191.182.75 

.oo 
191,182.75 . 00 . 00 

e00 

2,231,322.26 
232,997.36 

1,045,142.14 
71,386.08 

3.580.847.86 
4,302.171.04 
2,943.353.00 

486,059.00 
219,843.00 
211,847.00 
-15.533.00 

3,845,569.00 
884.236.49 

36,427.752.60 
8.856.515.27 

2,700.00 
641,835.70 
644.535.70 

9,501.050.97 

2,971,916.09 
50.344.17 
-1,271.00 

J, 0ZOo9B9.26 
6,480.061.71 

510.399.99 
5.969.661.72 

.16 

.IS 

.01 
s7,ai7.a7a.00 
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REPORT NO.# RS094050-02 s KENTUCKY U T l l I T I E S  COHPANY AND SUBSIDIARY 
CONSOLIOATIMG INCOME STATEMENT 

PERIOD ENDINO 03/31/88 
PAGE 5 * 

RUN RUN TIHE DATE 0 4 / 0 8 / E 8  21.49.14 

OPERATING REVENUE 

OPERATINO EXPENSES 
FUEL 
PURCHASED POWER 
ItiTERCHANGE 
OPERATIONS 

PRODUCTION 
GTHER POWER SUPPLY 
TRANSHISSION 
OlSTRIBUTlON 
CUSTOMER ACCOUNTS 
CUSTOMER SERVICE 

.oo  
7,847,046.64 

.oo 
51,286.002.72 

31318.607.43 
.oo 

51r286,002.72 
30318.607.43 

.oo 
. o o  2,726,382.95 

9.570.00 291.435.00 
11.138.72 714.909.55 

1 7 9 0 5 9 2 . 8 1  10979.665.72 
242,932 .7 3 2,836.712.10 

35,281.39 566.760.04 
253.971.24 15,634.59 

425.230.07 B.600.407.44 
9190380 .31  1709700244 .04  

2.726.3E2.95 
301.005.00 
347.007.27 

2.159.251.53 
3.079.644.83 

602.041.43 
269.605.83 

9,025.637.51 
18,510,583. 35 

379,041.00 

379,041.00 

SALES 
ADMINISTRATIVE AND GENERAL 

TOTAL OPERATIONS 
MAINTENANCE 

PRODUCTION 
TRANSMISSION 
D I  STRI BUTIOfi 
ADMINISTRATIVE AND GENERAL 

TOTAL MAINTENANCE 
DEPRECIATION AND AMORTIZATION 
INCOHE TAXES 

CURRENT FEDERAL IHCOME TAXES 
CURRENT STATE INCOHE TAXES 
DEFERRED FEDERAL INCOME TAXES 
DEFERRED STATE INCOHE TAXES 
INVESTMENT TAX CREDIT ADJ'S 

TOTAL INCOME TAXES 
TAXES OTHER THAN INCOHE TAXES 

TOTAL OPERATINO EXPENSES 

.DO 
42.459.58 
213,308.23 
16,180.13 

269.967.94 
567,600.78 

4.969.249.53 
757,169.24 

20801,556.03 
174,258.90 

8,702.233.70 
i2.4oi,84o.ao 

4.969.249.53 
799.62E .E2 

3.014.164.26 
188.439.03 

12,969,441.58 
8.972.1ai . 6 4  

294.a76.00 
.oo 

44,486 . O O  
.oo 

-4,706.00 
334,656.00  
421,761.81 

10.360.393.48 

1,622,459.14 

10.137.980.00 
2,025.319.00 
1,464,916 .OO 
613,814.00 
-41.889.00 

14,200.140.00 
2,652,715.51 

1 1 0 ~ 5 3 1 ~ 7 8 4 . 2 0  

.DO 

.oo 
10,432.E56 . O O  

2,025.319.00 
1,509,402.00 

613.814.00 
-46,595.00 

14,534,796 . O O  
3.074.477.32 

112,666.090.04 

NET OPERATING INCOHE 29,9020065.61 31,524,524 .75 

OTHER INCOME AND DEDUCTIONS 

TOTAL OTHER INCOME AND DEDUCTIONS 

AFUDC - EOUITY 
OTHER INCOME AND DEDUCTIONS (NET) 

.oo 
65.486.29 
65.486.29 

6.942.00 
3,476,329.87 
3,483,271 .87 

6.942.00 

1,868,025.63 
1.a61.083.63 1.680.732.53 

1.680.732.53 

33,392.550.3E INCOME BEFORE INTEREST CHARGES 1,687.945.43 1,680,732.53 

INTEREST CHARGES 
INTEREST ON LONG-TERM DE81 
OTHER INTEREST CHARGES 
AFUDC - BORRDHED FUNDS 

TOTAL IIiTEREST CHARGES 

.OD 
9610316.64  

.oo 
961.316.64 

8,915.747.28 
330.503.19 
-3,267.00 

9,242,913.47 

8,915.747.28 
954.103.74 337.716.09 -3.267.00 

9,250.196.37 954,103.74 

726,628.7 9 
.oo 

726.628.79 
.oo 
.oo 
.oo 
.OD 

24,142,354.01 
1.554.266.67 

22.588.087.34 
.60 
.56 
.04  

37.817.878.00 

726,628.79 
.oo 

7 26 628.7 9 
.oo 
.oo 
.oo 

24.142.354.01 
1.554.266.67 . 22.588.087.34 

.60 

NET INCOME 
PREFERRED STOCK DIV  REOUIREMENT 
IiET ItiCOME AVAILABLE FOR COHHON 
EARItItiGS/SH OF COHHON-CONSOL 
EAHtilt lGS/SH OF KU CO 
EARti I  tiGS/SN OF COMHON-SUBSIDIARY 
AVG tiUMBER OF SHARES OUTSTANDING 

~~~ 

.56 

.04 
17,817.878.00 
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REPORT NO.; RS094050-03 8 KENTUCKY U T I L I T I E S  COMPANY AN0 SUBSIDIARY 
CONSOLIOATIliG INCOME STATEMENT 

PtRlOO ENDINO 03/31/88 
PAGE 6 

RUN DATE 04/08/88 
RUN TIME 21.49.14 

OPERATING REVENUE 

OPERATINO EXPENSES 
. o o  

260499.676.26 
.oo 

203.232.777.27 
14,559.005.17 

* 00 

203.232.777.27 
14r559,005.17 

.oo 
26.499.676.26 

. o o  
37.549.64 
71 ,425.05  

633.553.17 
1.065.191.69 

143,551.06  
69 ,040.35  

i .631.616.96  
3 ,656,927.92  

10 ,695,404.36  
1 ,430,273.46  
20854,143.37  
70925 .733 .16  

11 ,438.072.  81 
2 ,509 ,688 .  I 5  
l r011r108 .97  

32,967.041.13 
70 ,831.465.41  

10,695.404.36 
1.467.823.10 
1 ,409,404.42  
8,564.286.35 

12 ,503.264.50  
2,653,239.21 
l r 0 8 0 , 1 4 9 . 3 2  

34,598,658.09 
72,972.229.33 

1,516,164.00 

10516,164.00 

.oo 
485,679.04  
711.081.07 

46,527.50 
'? .243.287.61  
1.904.060.99 

18 ,475 ,400 .92  
3 ,880,867.58  

11 .641.369.32  
649.475.82 

3406470113 .64  
48 ,488.354.5s  

18.475.400.92 
4.366.546.62 

12,352,450.39 
696.003.32 

55,890,401.25 
5OrJ92,415.52 

31,106.00 
.oo 

385.951.00 
. o o  

-12.702.00 
404,355.00 

1 ,547,229.19  
35 ,2550536.97  

4,166,496.07 

38.998.117.00 
7 ,441.125.00  
7 ,472 ,042 .00  
2 .446.566.00  

-1390309.00  
56 ,211,541.00  

9 ,589 ,311 .55  
437.566.568.57 

-1,071.952.00 
-209.761.00 

40,101,175.0P 

7 .85 i ,YY3.00 
2.446.566.00 -152.011.00 

57,904.609.00 
11,136,540.74 

7 . ~ 5 0 , ~ ~  P. 

44srom7.978.2n 

-1,281.713.00 

26.734.127.26 

1,281,713.00 106,871,669.36 109,756,452.45 NET OPERATItiCi INCOME 

OTHER INCOME AND DEDUCTIONS 
AFUOC - EOUITY 
OTHER INCOME AND DEDUCTIONS (NET) 

TOTAL OTHER IHCOHE AND DEDUCTIONS 

63 ,541 .00  
3, 353 ,600 .  16 
3,417,141.16  

63,541.00 
494.255.39 
557,796.39 

- 0 0  . .  
3,084,503.14 
3,084.503.14 

4,366,216.14 INCOHE BEFORE INTEREST CHARGES 110,286,B10.52 

35,663.009.53  
1 ,040,974.86  

-29,342.00 
3 6 . 6 7 4 ~ 6 4 2 . 3 9  

INTEREST CHARGES 
INTEREST 011 LONO-TERM DEdY 
OTHER INTEREST CHARGES 
AFUDC - BORROHED FUNDS 

TOTAL INTEREST CHARGES 

35,663.513.33 
1.065.909.36 -29.142.00 

' 36.700.080.69 

503.80 
3,891,892.56 

.oo 
3.898.396.36 

3,872,951.06 

J, 872.958.06 

493.258.08 . 00 
493.258.08 

.oo  

.DO . 00 

73 ,614 ,168 .13  
7 .752.611.11  

65,861.55: . i z  
73,614,168.13  

7,752.611.1 I 
65.861.557.02 

1.74 
I . 70  

493.258.08 
.oo 

493,258.08 
.oo 
. o o  
. o o  
.oo 

N5T INCOME 
PREFERRED STOCK O I V  REOLIREhENT 
NET IllCOME AVAILABLE FOR COW011 
EAR111 IICS/SH OF CO)IEIOIl-COII~OL 
tAKIlI1lGS/SH OF KU CO 
EAKIIIIIGWSH OF COHHON-SUBSI0;ARY 
AVG IiUflUER DF SHARE', OUTSTAtiDING 

i:ii 
.04 

37,817.878.00 
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REPORT NO.: RS094055-01 8 KENTUCKY U T I L I T I E S  COIIPAIIY AND SUBSIDIARY 

CONSOLIDATIIIG IIICOUE STATEMENT 
PERIOD ENDING 03/51/88 

PAGE 6A. 
RUN DATE 04/08/88 
RUN TIUE 22.55.08 

OPERATING REVENUE 

OPERATING EXPENSES 
FUEL 
PURCHASED POHER 
IIITERCHAIIGE 
OPERATIOIIS 

PROOUCTIOII 
OTHER POHER SUPPLY 
TRANSMISSION 
DISTRIBUTIOH 
CUSTOMER ACCOUNTS 
CUSTOMER SERVICE 
SALES 
ADMINISTRATIVE AND GENERAL 

TOTAL OPERATIONS 
UAI I I T  EllANCE 

PRODUCTION 
TRAIISMI SSIOlI 
D I  STRI BUT1011 
AOI4IIIISTRATIVE AND GENERAL 

TOTAL UAIIITENANCE 
DEPRECIATION AIID AUORTIZATION 
INCDUE TAXES 

CURRENT FEDERAL INCOUE TAXES 
CURREIIT STATE INCOME TAXES 
DEFERRED FEDERAL IIICOME TAXES 
DEFERRED STATE INCONE TAXES 
INVESTMENT TAX CREDIT ADJ'S 

TOTAL INCOUE TAXES 
TAXES OTHER THAN INCOUE TAXES 

. . .  

TOTAL OPERATING EXPENSES 

NET OPERATING INCOUE 

144,190,614.19  

.OD 
7,841,046.64 

.oo  
51~286.002.72 

3.318.607.43 
.oo 

51.286.002.72 
30 3 1 8 r 6 0 7 . 4 3  

.oo  
7.8410046.6C 

. o o  
9,570.00 

11 138.72 
119.592.81 
242,932.73 

35,281.39 
15.634.59 

425,230.07 
919~380.31  

2r726.382.95 
301.005.00 
347.007.27 

2.159.258.53 
3.019.644.83 

602.041 . 4 3  
269,605.8 3 

9.025.637.51 
18.510.583.35 

.oo 
42.459.58 

213,308.23 
14,180.13 

269.947.94 
567,600.78 

4.969.249.53 
757.169.24 

20801.556.03 
174,258.90 

8.702.233.10 
12.401.840.80 

4 r 9 6 9 . 2 4 9 . 5 3  
799.628.82 

5.014.864.26 
188.439.03 

8,972.181.64 
12.969.441.58 

294.876.00 
.oo 

44,486.00 
.oo 

-4,706.00 
J34b656.00 
421.761.81 

10,560,393.48 

1,622,459.14 
. .  

10,137~980.00 
2,025,J19.00 
1,464.916.00 

613,814.00 
-41 ,889.00  

14 ,200.140.00  
2.652.715.51 

110,531,784.20 

.DO 

.oo 
1 0 0 4 3 2 . 8 5 6 . 0 0  
2,025,319.00 
1,509,402.00 

613,814.00 
-46.595.00 

14,534,796.00 
3 1 0 1 4 , 4 7 7 ,  :L 

112,666r090.04  

.oo 
8.226.087.64 

29,902,065.61 . 00 31.524.524.15 

OTHER INCOUE AND DEDUCTIONS' 
AFUDC - EPUITY 
OTHER IllCOME AND DEDUCTIONS (NET) 

TOTAL OTHER INCOME AND DEDUCTIONS 

.oo  
65.486.29 
65,486.29 

1,680,732.55 
1,680,732.53 

6,942.00 
1.861.083.63 
1,868.025.63 

1.680.732.53 JJ. J85.JJ7 .48 33,392.550.38 INCOUE BEFORE INTEREST CHARGES 1.667.945.43 

.oo  
961.316.64 

.OD 
961.316.64 

726.628.19 
.oo 

726.628.79 
.oo 
.DO 
.oo 
.oo  

INTEREST CHARGES 
INTEREST 011 LONG-TERM DEBT 
OTHER INTEREST CHARGES 
AFUDC - BORROHED FUNDS 

TOTAL INTEREST CHARGES 

8.915.747.28 
330,503.19* 

-3,267.00 
9.242.983.47 

954.10J.74 

954.103.74 

8.915.747.28 
337.716.09 

-3,267.00 
9,250,196.31 

24.142.354.01 
1,554,266.67 

.22.588,087.34 
.60 

24,142,354.01 
1 554.266.67 

22,586,087.34 
.60 
.56 

126.628.79 
.oo 

726.626.79 
- 0 0  
-00 
.DO 

NET IllCOME 
PREFERRED STOCK D I V  REPUIREUENT 
l iET IIICOME AVAILABLE FOR COPWDN 
EAR141 IlGS/SH OF COM110II-CONSOL 
EARIIIIICS/SH OF KU CO 
EARlll l lGS/SN OF COIlllON-SUBSIDIARY 
AVG NUMBER OF SHARES OUTSTANDING 

.56 

.04 
37,817,878.00 

. . ~  . 04 
J7.Bl7~878.00 

II 



f '  
\ 

i 

c 

c 

C L I I U C K T  U11L11111  COM?AUV A I D  IUIIIOIART 
M a r c h  11. t q O &  

C u r r a n t  . T u a l r a  Month8 

I U C O I I C  1 l A T E I I l U l  L L I M 1 1 A 1 1 0 1 S  - 
v - KU CO. t o  0 0 1  CO.  ................. 2.42S,68S.04 7.847.Ob6.64 26.49P.676.26 

rota1 2. S 5- 04 8&087.64 20.01S. 8&0.2& 

KU C O .  i r o m  OD? CO. ............... S18.0S4.S8 PS4,lOS.74 3,872.PS8.06 
ODC C s .  f r o m  KU eo.  ............... 

T o t a l  S18.0S4.58 954.1OS.74 3.072.958.OQ 

OOP C o .  f r o m  KU t a .  ............... 126.S47.00 179.041.00 1 .Sl 6. 164. O Q  

v - 
KU tO ODC EO. ..................... 126.Sb7.00 S7P.041.00 1.116.164.00 - 
OOC Co. t o  KU Eo. ................. Sle,o3b.Sa P5C,103.74 J.II2.PS8.06 

r o t a t  118.01 4.18 PS4.lOS.74 l J & o S a . o b  
K U  co.  t o  OOP co .  ................. - 

1- 
Iodoral ........................... - 1.071.9S2.00 
s t a t .  ............................. 209.761.00 

r o t a t  . I m u  
. 

U M ~ ? P R O ? l l A l C D  U l l O I l T l I B U l E D  S U I l l O l A R l  C A l U l I ( i 1  

I o l a n c o  I o i l n n l n i  o f  C o r t o d  ......... 7.44v.387.12 6,913,941.28 7.1~7.111.99 
A ~ v  E a r n 1  nos f o r  Period ....... 191.182.75 726.628.79 & V 3 , 2 5 8 a  

B A i n t t c E  EIIO O F  P E R I O D  7.64O.S70.07 7.640.570.07 7.660.5 70.07 

iicome ramis 

Ibovr  t h o  Lln; 
r o d o r a l  . c u r r a n t  ................. ~ . P ~ s . ~ s ~ . o o  10.412.8S6.00 40.101.17S.00 . ~ .  . .  . ~~~ . O o t a r r o d  ................ 21v. 1.109. 402.0Q I.OJ7.993.0Q 

. O a f a r r a d  ................ - - S u b - t o t a l  .................... 2J.uaLa J1.P 4- c * q s q .  160.0Q 
. Stato . C u r r o n t  ................. 486.01P.00 2,02S,319.00 7,6SO,886.00 

.................... r 1 2 . o q  S u b - t o t a l  691.9o6.00 JAlLWdl J0.0q7. 
1nvoatm.nt lax C r o d l t  A d l u s t m a n t  .. flY.SSS.00) 1152.011.0q 146.SV5.00) 

~ ~~ ~ 

Total Abova t h a  Lln .  3.84S.168.00 lL.5lL.7Pb.00 5 'I .POL. 609. oq 

.- 
fodaroL . C u r r a n t  ................. (238.123 .OO)  191,785.00 C1,399,577.0( 

D O t O r r o d  458.447.0Q 41S.768.0Q - . ................ 
S u b - t o t a l  .................... - - Ls.505.2 L 5 . O (  

1ss1.010.01 S t a t -  . C u r r a n t  ................. 51,bSl . O O  142,367-00 . Oatar rod  ................ -1 f 5.484.0Q) 118.907.0l 
fS50.015.Ql 

1 O t . I  1.10" t k ,  L (  no f67.t74.00> (2- 6.00) 18.06s. 571.01 

.................... 
ft.otepS2.00) (4.010.117.01 

r u b - t o t a l  a- 
l n r o s t r o n t  1.1 t r o d i t  ............. 

~ O T L L  I I I C O  WE T L X C S  s. 778.399 .oo 14.26Q.180~00 L 9 . 0 3 9 . 0 3 1 .  0 '  



ri '. REPORT NO.: RS094030-00 
s 

ASSETS . . - - - . - .................................. 
U T I L I T Y  PLANT I N  SERVICE 
LESS: ACCUllULATED PROY FOR OEPR 

NET U T I L I T Y  PLAllT I N  SERVICE 
CONSTRUCTION HORK I t J  PROGRESS 

TOTAL NET U T I L l T Y  PLANT 

NONUTlLlTY PLANT 
LESS: ACCUMULATED PROV FOR DEPR 

INVESTMENTS I N  SUBSIDIARY COMPANIES 
OTHER INVESTHENTS 
SPECIAL FUNDS 

! 
NET NONUTILITY PLANT 

NET INVESTMENTS AND FUNDS 

CASH 
SPECIAL DEPOSITS 
HORKING FUNDS 
TEMPORARY CASU INVESTMENTS 

TOTAL CASU 

CUSTOMER RECEIVABLESI 
rllSCELLANEOUS RECEIVABLES, 
LESS: ACCML PROV FOR UNCOLL ACCTS 

NET CUST AND MISC RECEIVABLES 
RECEIVABLES FROM ASSOC COMPANIES 

NET RECEIVABLES 

FllFl STnPK . - - - . - - .. 
MATERIALS AN0 SUPPLIES 
UNDISIRIBUTED STORES EXPEdSE 

TOTAL INVENTORY 

PREPAYHENTS 
INTEREST AND DIVIDEtlDS RECEIVABLE 
ACCRUED U T I L I T Y  REVENUES 

TOTAL CURRENT ASSETS 

UNAMORTIZED OEBT EXPENSE 
UIJRECOVERED PLAtJT 6 REGULATORY COST 
PRELlMIllARY SURVEY 
CLEARING ACCOUNTS 
JOB WORK 
MISCELLANEOUS DEFERRED DEBITS 
RESEARCH AVO DEVELOPMENT EXPENSES 
UtlAMORTlZED LOSS ON REAPUIRED DEBT 
ACCUMULATED DEFERREO ItlCOHE TAXES 

TOTAL DEFERRED DEBITS 

TOTAL ASSETS 

c 

. .  -. , ... 

KENTUCKY U T l L I T I E S  COHPANY AND SUBSIDIARY 
CONSOLIOATING BALANCE SHEET 

AS OF 03/31/118 
PAGE8 . 

RUN DA7E 4 / 0 6 / 8 8  
RUN TIME 21.09.51 

KU CO ELIHINATIONS THIS YEAR LAST YEAR ------------------ ------------------ --------------_-__ ___-______________ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  
15,056,837.73 570,347.694.98 585.404.532.71 542.529.659.18 50,001.535.75 1,099.556.618.42 10 149.558.154.17 l o  157,071,3.32.67 449,275.15 10.115.205.84 10,564,480.99 14.074.746.94 50.450.810.90 1,109.671,824.26 10160.122~635.16 lr171.146.129.61 

OOP co 
65.058.373.68 1,669.904.313.40 1.7~4.962.686.8a 10699.601.041.~5 

.no 340,648.57 . 340.648.57 332.4511.51 
51,391.411 .oo 51.391 .48 51.391.48 .oo 289.257.. 09 289.257.09 281,067.03 .oo 41.623.956.92 

1,500.00 1e2970881.13 1,299.381.13 * 363.180.50 .oo 11,004.874.55 11,004.874.55 9~253.110.93 
14,734,865.03 11.718,132.34 1,500.00 54.2150969.69 390482.604.66 

39.412.604.66 2~141.352.26 1.820.773 .aa 

334.080.74 6140720.11 
10,686.10 163,242.25 
6,200.00 66.699 .OO 

1.900.000.00 31r100,000.00 
2.2508966.14 31,9440661.36 

948,800.85 S,504.170.50 
173,928.35 216.368.41 
72.899.00 63.354.00 

33,000,000.00 33,750,000 .OO 
34.195.628.20 39.533.892.91 

3.319.285.24 26.308.8 1.40 29.628 146.64 23.117.523.69 
105.209.31 7,441, 1$4. 33 7,546,353.64 13.680.906.60 
86.100.00 60731~900.00 6.818.000.00 6.771.049.511 

3,338.394.55 27,018,105.73 30,356.500.28 30.027.380.71 
. O D  3.308.819.57 3,308,819.57 .oo . o o  

3,338.394.55 30,326,925.30 3,308.819.57 30.356.500.28 30.027,3SO . 71  

.oo 38,939,332.33 
4630289.77 7,033.655.15 
171.241.51 1.544.627.14 
634,531.26 47~511,614.62 
2.343.75 1,469.641.12 
2.489.59 313.Q88.47 .oo 1.6270084.02 

38.939.332.33 ~4,005,a24.26 
7.496.944.92 7,496.762.46 
1.715.86a.65 1.674.629.50 
48,152.145.90 43.177.216.22 
1,471.9a4 .a7 1,410.463.31 
315,578.06 311,912.97 

1,627,084.02 . 5.918.1110.22 . .. . 
116,118,921 .33 120,379,046.34 6,228,726.01 :13.199,014.89 3,308.819.57 , . .  . . . o o ,  2.2910187.92 2.291.187.92 2,387.743.75 

11.574.514.97 ' . I  .oo .oo 
63.987.17 78.391.42 81.867.14 625,986 . o o  

724,390.90 31,102.67 4 .  .; ~.693.288.23 16.520.41 74.660.24 
26.7540202.63 11,407.070.71 .oo .oo 
1,643.220.12 1.741.140.84 

3.944.199.22 8,036.248 .22 
51,759,163.07 39,605,777.17 

.oo 
3.475.72 

.oo 74.660.24 

.oo 26,754,202.63 .oo .oo 
1,643,220.12 .oo 
7,472,105.22 564.143.00 

598.721.39 39,007.055.78 
57,279,758.30 i.316.093,864.62 42,791,424.23 1,330,582,198.69 1,335,002,471.36 

. .  f - .  
I P. r . .  

I 
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REPORT NO.: RS09403O-00 8 KENTUCKY UTIL  I T I E S  COMPANY AND SUBSIDIARY 

CONSOLIOATING BALANCE s t m i  
AS OF 03/31/88 

PAGE 9 
RUN DATE 4 / 0 8 / 8 b  
RUN TIME 21.09.51 

OOP LAST YEAR 
~ . . . . -. . . . .---------_____ 
189r089,390.00 
119,050,587.56 

43,980.00 
. O D  
.OD 
. O D  

1570155.167.61 
524,973.88 

465,864.099.05 

1,504,825.00 
.oo  
.oo 
. o o  
. o o  

37 209.59 
7,640,570.07 .oo 
9,182.604.66 

. o o  

.oo 

. ,  

308.139.977.56 
.oo 

43,980.00 
IO0 

-321.288.87 . 00 
170.847r355.25 

845,552.26 
479.555.576.20 

308rl39.977.56 
.oo 

43,980.00 
.oo 

-321.288.87 
.OD 

163,206.785.18 
4790555,574.20 
79.200,OOO.OO 
'79,200.000 .DO 

396~500.000.00 
. o o  
.oo 

936,805.53 
397.436.805.53 
956.192.381.73 

803,517.07 
803.517.07 

8,4a6, 122.33 
37,209.59 

7 . 6 4 0  e 570.07 
9.182.604.66 

PREFERRED STOCK 
TOTAL PREFERRED STOCK 

79.200,OOO.OO 
79~200.000.00 
J96,500,000.OD 

.oo 

107,800,000.00 
107,800.000.00 

BONDS 
ADVANCES FROM ASSOCIATED COMPANIES 
OTHER LONG-TERM DEBT 
UNAMORTIZED PREM ON LONO-TERM DEBT 

. .  TOTAL LONO-TERM DEBT . .  

.oo 
30,300,OOO . O O  

.oo 

. o o  
30,300,000.00 

3 0 ~ 3 0 0 ~ 0 0 0 . 0 0  

30.300,000 .OO 
39,482r604.66 

. D O  
35.870.80 
996.635.93 

397,532.306.73 

.oo 
956,805.53 

397,436,805.53 
TOTAL CAPITALIZATION 39,482,604.66 956 192A81.73 971,196,405.78 

1,043.078.07 
1.043.078.07 

ACCUMULATE0 PROVISION FOR ZNSURANCE 
TOTAL OTHER NONCURRENT L IAB 

.oo 

.oo 
803,517.07 
803.517.07 

.oo 
54.478.11 

3,308,819.57 
436,253.39 
626,234.31 .oo 
66.251 .OO .oo 
54.817.12 
754.504.45 

5.3010 357.95 

.oo 
190 199,086 .85 .oo 
,880,112.85 J 0986,211.82 

r 4.456.979.19 
2,504,905.21 

I O 0  
1.800,887.06 
11,699.960.70 
54,528,143.68 

.oo 
19.253.564.96 

.oo 
8,316r366.24 
17.612r446.13 
4.456.979.19 
2.571.156.21 

.oo 
19,565,338.61 

3,308,819.57 . L d  
7,805,946.66 
18,150,610.40 
4.457.349.16 
2.156.742.63 

.OD 
2.224.594.59 
11,517.132.19 
65,937,714.25 

.oo 
1,855,704.18 
12,454,465.15 
66r520,682.06 3,308,819.57 

CUSTOMERS ADVANCES FOR CONSTRUCTION 
ACCML DEFERRED I N V  TAX CREDXTS 
OTHER DEFERRED CREDITS 
ACCUtlULATLD DEFERRED INCOME TAXES 

TOTAL DEFERRED CREDITS 

91.726.69 1,558,457.60 
2,939.046.00 63,686,071 . O O  

1,000.00 2,681.722.54 
9,464.023.00 22606630 571 . O O  
12.495.795.69 294,569,822.14 

1.778.295.68 1,630,184.29 
66.625.117.00 70.819.277 .DO 
2,682.722.54 2.372.049 .58 

236,127r594.00 221,855,651.00 
307.065.617.83 296.825.273.26 

42,791,424.23 1,335,002,471.36 TOTAL L I A B I L I T I E S  51.2790758 .30 1,316,093,864.62 



P.m. 1 Q  

March  31 . 1 
K C N I U C K T  U T l L l I l I S  COMCANT AN0 1UISlDI IR. l  

P 8 Q  

E A L A Y C L  sneer C L I M I N A T I O N S  .............. 
................................... 1,542,oSb.sV 39.482,604.66 

I n v e s t  msnta o t  KU I n  p p ~  

9.25% n o t e  . 11.01-88 ................ 
10.7SL n o t e  . 07.30-89 ................ 
12.97% n o t e  . 1 1 . ~ 0 - 8 9  ................ 
12.97% M o t e  . 12.11-89 ................ 
12.97% n o t a  . 12-31-90 ................ 
12.97X N o t e  . 09-24-91 ................. 
12.97% n o t e  . I Z - S I - ~ ~  ................ 
12.97% N o t e  . 01-08-92 ................ 
12.97% Yots . 06-10.92 ................ 
12.97x n o t e  . 07.14-91 ................ 
12.92% * o l e  . 12.30-92 ................ 
1 2 . 4 b I  n o t e  . 06-10 -91  ................ 
13.s8x n o t a  . 11-2o-Pb ................ 
1 3 . 0 0 ~  n o t e  . 12.3l-P4 ................ 
ODP Eo . AdVanC ....................... 

E q u l t y  I n  t a r n l n p a  o t  Subs. l d l a r v  

500.000.00 
3,250,000.00 

9 0 0 . 0 0 0 . 0 0  
1,200.000.00 
~ ,000,000.00  
4,500,000.00 
1,400,000.00 
3,200.000.00 
1.300.000.00 
1.200.000.00 
1,000.000.00 
2,750.000.00 
1.000.000.00 
4,000,000.00 

100.000.00 
7,640,570.07 

Accounts R e C e I v a b l a  . Ass05 . Co ........ 3,108,819.57 

O C ~ I T S  42 .79  1 . L Z  L . 2 L  

CU E O  . t r o m  O O C  EO ..................... S,308,819.57 
oor C O  . f r o *  t u  C O  .................... 

f '  
C a p l l a l  S t o c k  . Comnon ............................... 

ooc E O  ............................................... 
C a p l i a l  S u r p t u a  ..................................... 

O D s  E O  ............................................. 
E q u l t y  I n  Earnlnps o t  S u b a l d l a r v  .................... 
n o t e s  and Advances f r o  . cu t o  O O C  

9.25% Mote . 11-01 -88  .............................. 
1 0 . 7 ~ ~  n o c s  . 0 7 - s o - a ~  ............................. 
12.97% n o t e  . i i - s o - n v  ............................. 
12.97X Y O I S  . 12-31 -09  ............................. 
12.97X Nota  . 1 2 - S l - 9 0  ............................. 
12.P7X Note . 09-2b-91 ............................. 
12.97% N o t e  . 12-11 -91  ............................. 
12.97% l o l o  . 01-08-92 ............................. 
( ? . V I %  N o t e  . 07-14 -92  ............................. 
12.44X Mots . 0 6 - 3 0 - 9 3  ............................. 
13.00% N o t e  . 12-31.94 ............................. 
OOP CO . Advanca .................................... 

Accounts ? a r a b l e  . A S S O C  . C o  ........................ 

I Z . ~ X  n o t o  . 0 6 - m . 9 ~  ............................. 
12.P2L n o t e  . 12-30.92 ............................. 
13.38% n o r e  . 11-20-94 ............................. 

. .  . . .  l ,SOb,82S.00 L . 
l .SO4.825.00 

37.209.59 
s7.209.59 

7.640,570.07 7,640,570.07 

3 0 , 3 0 0 , 0 0 0 . 0 0  

500.000.00 
1.2s0.000.00 

900.000.00 
1,200.000.00 
4,000.000.00 
4,500,000.00 
1,400,000.00 
3,200,000.00 
1.s00.000.00 
1.200.000.00 
1.000.000.00 
2.7sa.oo0.00 
1.000.000.00 
b,ooo.ooa.oo 

100.000.00 

3.308. 8 19 . 57 
cu E O  . t o  ODC e o  ................................... 
oor c o  . to <u C O  ............................. 3.308.81V,S 7 

l O l A l  C l E D l l S  4 2  . 791 . b 2 L  . 2 L 



ATTACHMENT C( 2) 

I.. 
SECURITIES AND EXCHANGE COMnISSION 

WASHINGTON, DC 20549 

FORM l0-Q 

Quarterly Report under Section 13 or lS(d)  
of The Securi t ies  Exchange A c t  of 1934. 

For tha quarter ended March 31, 1988 Comisnion f i le number 1-3464 

I '  I i 

Ken- U t  
(Exact name of r eg i s t r an t  a-its*charter) 

Kent 
(State o r  other sd ic t ion  of 
incorporation or organization) 

?Addr*of principa-) 
na 0 t v  Street. 

- 7570 
(I.R.S. Em loyer  

Iden t i f i c s t  p: on No.) 

40507- 
( Z i p  Code) 

Registrant 's  telephone number, including area code 606-255-1461 

i 

Not -le 
Former name, former.address and former fiscal year, if changed - - s i n c e  l a s t  report  

' .. 

Indicate  by check mark whether the Registrant  (1) has f i l ed  
a l l  reports required t o  be fi led by Section 13 o r  15(d) of the 
S e c u r i t i e s  Exchange A c t  of 1934 during the preceding 1 2  months 
(or for such shorter period that.the Re i s t r a n t  was required to 
f i l e  such reporta) and (2 )  has been sub 7 act t o  such Filing 
requirements for the pas t  90 days. Yes No _. 
1988: 37,817,878 shares. 

Number of shares of Common Stock outstanding a t  April 30, 

. .  . .  

1 
-1- 

. 
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PART I. FINANCIAL INFORMATION 

KENTUCKY UTILITIES COMPANY AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF INCOME 
(Unaudited) 

1 

Operating Revenues. . . . . . . . . . . .  
Operating Expenses and Taxes: 
Fuel, principally coal, used in 
generation. . . . . . . . . . . . . .  

Electric power purchased . . . . . . .  
Other operating expenses. . . . . . . .  
Maintenance 
Depreciation. . . . . . . . . . . . . .  
Federal h state income taxes. . . . . .  
Other taxes . . . . . . . . . . . . . .  

i 
. . . . . . . . . . . . . .  

i 
j Net Operating Income. . . . . . . . . . .  

For the Three Months 

(in thousands except 
per share amounts) 

5144.190 s141.591 

51,286 
3,319 

43 , 382 
5.327 

18; 511 17;433 
8,972 
12.969 --.- ~~ 

14.535 

10,244 
12.479 

3;074 
JU&6!5 109.221 

31,524 32 , 370 
Other Income and Deductions . . . . . . .  1.868 1.111 
Income Before Interest Charges. . . . . .  33,392 33,481 

Interest Charges. . . . . . . . . . . . .  s 9.302 

Net IncQme. . . . . . . . . . . . . . . . .  24,142 24,179 

Preferred Stock Dividend Requirements . . 1.554 2.461 
Net Income Applicable to Common Stock . . u&Giu  B,?bJlB 

Average Common Shares Outstanding . . . .  37,818 37 I 818 a 

Earnings Per Average Common Share . . . .  LulAQ L, *Z  

The accompanying Notes to Consolidated Financial Statements are an integra 
part of these statements. 
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KENTtTcKy UTILITIES cowpANy AND SUBSIDIARY 

CONSOLIDATED STATEHENTS OF CASH FrClWS 
(Unaudited) 

Cash Flows From Operating Activities: 
Net Income. . . . . . . . . . . . . . . . . . . .  
Items not requiring (providing) cash currently 
Deppraciation . . . . . . . . . . . . . . . . . .  
Deferred income taxa8 and investmant tax 
credit-net. . . . . . . . . . . . . . . . .  

Changa in fuel invent0 . . . . . . . . . . . .  
.. Change in accounts payable . . . . . . . . . . .  

Changa in accrued taxes. . . . . . . . . . . . .  
Coal contract termination payment. . . . . . . . .  
Other-not 

change in accounts race 7 vable . . . . . . . . .  I 
. . . . . . . . . . . . . . . . . . . .  

Nst Cash Provided By Operating Activiti.8 . . . . .  
Cash Plows From Investing Activities: 

Construction expenditures . . . . . . . . . . .  
Net Cash Used By Investing Activities. . . . . . . .  
cash  lows From Financing Acthitie.: 

1 

For tha Three Months - 
1988198'1 

(in thousands) 

$ 24,142 $ 24,179 

12,969 12,479 

1,475 2,427 
(3,274) (10,115) . 3,500 2,604 
1,714 (436) 

10,404 16,536 
(14,500) - 

-) r5.628) 
31.31744.046 

ls.795) (9.992: 

(8.795) ts.992: 

Retiremant of long-tam dabt . . . . . . . . . .  - (35'  . . . . . . . . .  (1,600 Retiremant of refarrad stock (1,600) 

Net Cash Used By Financing Activities. . . . . . . .  f15.!U) 116.021. 

Net Increase In Caoh and Tamporary Ca8h Inve8tmants L&gaa 

Payment of div E dends . . . . . . . . . . . . . .  f 1 4 . m )  (14.386. 

The accompanying Not08 to Consolidated Financial- Statements are an integra 
part of thase statements. 
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' i  
KENTUCKY UTILITIES COMPANY AND SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS 
(Unaudited) 

! 

ASSETS 
Ut i l i ty  Plant: 

Plant i n  service,  at coat . . . . . . . . .  
Less accumulated depreciation . . . . . . .  
Construction work i n  progress . . . . . . .  
Lesa accumulated deferred income taxes . . 
Cash . . . . . . . . . . . . . . . . . . .  

approx ates market . . . . . . . . . . .  
Accounts receivable . . . . . . . . . . . .  
Fuel, pr incipal ly  coal, a t  average cos t  . . 
Plant materials and operating supplies, a t  

average cost . . . . . . . . . . . . . .  
Prepaid expens. and other . . . . . . . . .  

Investments, Deferred and O t h e r  A s s e t s  . . . .  

Current Aaaats: 

cash investments, a t  cos t  which 

. 

. 

. 

. 

. . 

CAPITALIZATION AND LIABILITIES 
Capitalization: 

Common stock equi ty  . . . . . . . . . . . . .  
; Preferred stock . . . . . . . . . . . . . . .  

Preferred stock w i t h  mandatory redemption . . 
Long-term debt  . . . . . . . . . . . . . . .  

Current Liab i l i t i es :  
Preferred stock due within one year . . . . .  
Accounts payable . . . . . . . . . . . . . .  . Customers' deposi ts  . . . . . . . . . . . . .  
Accrued taxes . . . . . . . . . . . . . . . .  
Accrued i n t e r e s t  . . . . . . . . . . . . . .  
Accrued payrol l  and vacation . . . . . . . .  
Other .  . . . . . . . . . . . . . . . . . . .  
Accumulated deferred investment tax credits . 
O t h e r . .  . . . . . . . . . . . . . . . . . .  

i 

.,Deferred Credi t s :  

!: 

A s  of A s  of 
March 31, December 31, 

( i n  thousands) -- 
$1,734,963 
585.405 
I, 149,558 - 
1,160,122 

$1,729,943 

lr158,1O8 
5'11.835 - 
1.165.041 

1,196 697 

33,000 
32,374 
38,939 

26,752 
35,874 
35,665 

9,213 8,803 

$ 479,556 $ 469,648 
40,000 40,000 
36,400 37,200 

397.437- 
953.393944.300 

2,800 3,600 
19,254 17,540 
8,316 8 ;  477 
17,612 7,208 
7,028 12,238 
5;185 5.992 . -  

9;125 6.977 , 
I 

69.32062.032 

8.718 7.977 
-75.659 sLm&& a A P B L 2 s A  

66,625 67,682 

The accompanying Notes t o  Consolidated Financial Statements are an integra 
pa r t  of these statements. 
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KENTUCKY UTILITIES COMPANY AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Unaudited) 

1. 3 
Pursuant t o  the r u l e s  and regula t ions  of the Securities and 

Exchange Commission, c e r t a i n  information has been condensod and 

c e r t a i n  footnote d i sc losu res  have been omitted, which a r e  nor- 

mally included i n  f inanc ia l  s t a t en~en t s  prepared i n  accordance 
w i t h  general ly  accepted accounting pr inc ip les .  

These f inanc ia l  statements should be read i n  conjunction 

Company's w i t h  the f inanc ia l  s ta tements  and notes  thereto i n  the 

Annual Report on Form 10-K f o r  the year  endad December 31, 1987. 

In  the opinion of managomant, the information furnished 

heroin reflects a l l  adjustments which are necessary t o  a f a i r  

statement of the r e s u l t s  ,of tho periods shown. and the d i sc losu res  

which have been made are adaquate t o  make the information not  

misleading, subject t o  the effects, i f  any, of the f i n a l  

r e so lu t ion  of the regulatory matters and c e r t a i n  l i t i g a t i o n  

discussed i n  Note 2. 

2.  

--mxmuua 
Tho Company*s Kentucky ' retail  f u e l  adjustment c l ause  

o p e r a t e s ' t o  refloct changes i n  fue l  c o s t s  . i n  b i l l i n g s  

customers and is designed t o  conform to a general regula t ion  

prescr ibed  by the Kentucky Public Service Commission (PSC) f o r  

a l l  electric u t i l i t i e s  in Kentucky subject t o  its j u r i sd i c t ion .  

-5- 



. RENTUCXY UTILITIES COMPANY' AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMFiNTS 

(Unaudited) 

The PSC*s regulation provides for periodic hearings held at 

six-month intervals to review past adjustments under the clause 

and make allowances, in the form of temporary decreases in 

rates, for any past adjustments found not juntified. In 

addition, every two years past operations under the clause are 

. reviewed, expense component8 found improper may be disallowed 

The practice of the PSC 

six-month 

and the fuvl clause base is re-indexed. 

has been to combine hearings for review of each fourth 

period with the then concluded two-year period. 

In January 1983, the PSC commenced combined hearings to 

review the two-year period ended October 31, 1982 and the 

six-month period ended October 31, 1982 and to re-index the 

ratail fuel clauno base. In connection with that proceeding, 

the PSC has under investigation the Company's fuel procurement 

practices and costs relating to coal supply arrangements with 

two coal suppliers. The PSC has entered interim orders in 

subsequent fuel clause hearings stating that final orders will 

not be issued until the investigatiog is concluded. An 

intervenor in the proceeding is requesting that the PSC order 

refunds in a substantial amount for the period 1983 Wrough 1986 

and thereafter, allegedly resulting from the Company*s 

overpayment of fuel costa under the two coal supply agreements. 

The PSC has stated that the investigation is to be a broad 

review of the Company*s fuel procurement practices, and that all 

j 
-6- 



KEHT[ICXY UTILITIES C0HPMY AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEUENTS 
(Unaudited) 

fuel clause revenues collected since November 1, 1980, are 

subject to refund. A consultant was selected by thr PSC in 
October 198.7, and is currently conducting an investigation. 

Hearing. are axpected to commence after the consultant*s 

investigation 3s completed. 
In May 1904, certain of the Company's wholesale municipal 

customers filed. a complaint with the Federal Energy Regulatory 

Commission (FERC) alleging imprudence by the .Company in its coal 

procurement. practices . and policies. Tha complainants are 

seeking refunds of that portion, if any, of . fuel costs passed 

through .the Company.*s wholesale fuel. adj'ustment clausr which is 
found not to have been -just,. rsalrbnable.arid prudantly.. incurred.. 

The Company has filed. a' response with the FERC specifically 

denying all allegationa.of.the complaint. The complainants havn 

alleged that the Company. incurred approximately $96 million 

.through mid-1984 in imprudent fuel. colits. under tha two coal 

supply agreements which '3 are. also. the subject of . ,  the PSC 

investigation. O f  that eum, the portion o f  allege&' imprudent 

fuel casts associated with the Company*s wholesale ..customers, 

including thr complainants, is. approximatrly $U mizlion. The 

comp1ainants;'in .rebuttal evidence submitted in April 1986, * 

asserted that the total alleged imprudent fuel cosrS.could be 

increased by approximately $24 million. Tha FERC...staff has 

submitted testimony which supports certain of the complainants' 
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m C K Y  UTILITIES C0MPANY AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Unauditad) 

allegations. Tha mtaff pra-filed tamtimony allagas that, with 
respect to ona of tha coal supply aqraamantm, tha Company 

incurrad imprudent fual co8ts of at laast $78 million and as 

much as $65 million through mid-1984. Tha staff submitted no 

testimony allaging imprudanca with raspact to tha othar coal 

supply agreament. Haarings bafore the FERC concludad in October 

1986, and the issuas wara briafad in early 1987. Tha mattar is 

awaiting initial decision. Tha Company. will continua to 

vigorously dafand tha matter. 

Fual clausa ravenuas amsociatad .with. fual axpansa 

calculations ralatad to tha two coal supply agraamants hava 

.. been, for the pariods undar revlaw, and continua .to. be, 

substantial in amounts. Although no evaluation . aan . be .. marle 
presently as to tha outcoma o i  tha abova matters, the .Company 

believes that it8 operation8 under the ratail and whole8aLe fuel  

adjustmant clausas during the poriods. undar review hava been in 
compliance with tha applicabla seato and fadaral regulations. - . .  

In Juna 1984, the Company filad an action in the Fayette. 

Circuit Court soaking a price. adjustment under,. or in the 

alternative tarmination of, tho coal sumply contract for Ghent 

Unit 3. In March 1985, tha defandant filed a countorclaim 

against the Company seaking damages and spacific performance 

-8- 
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KENTUCKY UTILITIES COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEUENTS 

(Unauditad) 

based on the Company's alhgad wrongful .refusal to accept 

deliveries of tonnage in the quantities or at the price provided 
in the contract. The dofondant is claiming damages in specified 

amount8 of up to approxhataly $22 million, additional and 

continuing unspecified damagem, interest, and alloged punitive 

damages of not less than $25 million. The Court has entered an 
order allowing the Company to deduct Srom the defendant's 

invoiced price and to doposit with the Court $11.30 per ton for 

each ton of coal delivered under tho coal aupply contract since 

April 1985. Funds deposited will be held by. the Court until R 

Sinal decision has been rendered. To the extent.ceftain fund. 

have been withdrawn by the dofondant, an irrmvncab1a:letter sf  

credit will be.held as security. any 
revisions in base price ordered as a result of the initial 

complaint shall be effective as 02 July 1, 1984. In October 

1987, fne Company filed a supplemental complaint Making further 

adjustment of the contract price provi8ian8 etfectiva July 1, 

1967. Tho trial concluded in March 1988. The parties are to 

file .all briefs by August ..II 1988; and the matter will then await 

initial decision. Tho-Company believ.8. it has. perfomad i b a  

obligation8 under the contract and will ,continue to vigorously 

deiend against the counterclaim. 

The order also stated that 

1. 
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XENTUQCY UTILITIES COMPANY AND SUBSIDIARY 

I 

! 
i I 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
(Unaudited) 

3. COALSDPPLY 
In January 1987, Coal Ridgo mol, Inc. and River 

Procemsing, Inc. filed a Complaint in tho Porry Circuit Court at 

Hazard, Kentucky, against the Company under a coal supply 

agroemont enterod into with tho Company on Dacember 22, 1983. 

In their Complaint, the plaintiffs are seeking damages resulting 

from allegedly impropor reductions to tho base prico por: ton 

initiated by tho Company, which bacame affactivo January 1, 1986 

and January 1, 1987, and for the Company*s refusal to accept 

certain raquired tonnago under tho agroimant due to allegedly 

impropor claim by the Company of force majeure during 1984;- 

.- 1985, and 1986. Tho claimad damages aro not spocified-ae %:a. 

amount. In February 1987, tho Cempany filed an Answer denying 

thdallogations of the Complaint and stating that its actions 

were in accordance with tho tams of tho agreement. 

. .  

In March 1988, tho Company teachod a settlemant with the 

plaintiffs. The Company paid $14.5 million to the plaintiffs as. 

consideration for torminating the coal supply agreement, which 

was to expiro on Decomber 31; 1991, and.tho plaictiffs ,dismissed' 

_ .  with prejudice their complaint againat the:Company. The Company ' 

has recorded the payment as a defarrad'. asset, and 'has filed- 

applications with tho PSC and F E W  requesting approval to recover 

the payment through tho Company's fuel adjustment clauso in 

-10- 



m C X Y  UTILITIES CONPANY AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL S T A B S  
(Unauditd) I 

fu turo  periods by amortizing tho d o f u r a d  a s s o t * t o  f u e l  invantory 
through Docunbar 1992, tho date tho coal supp1y.agrommant would 

havo torminatod. Tho Company b o l i w a s  that it w i l l  boallowed t o  

rocovor tho payment through it8 furl adjustmant c1au.o. 

1. 4 
Financial Accounting Standards Board*. (FASB) Sta tmont  of 

Financial Accounting Standard. No. 95, mStat.ment of Cash Flowsm 

(SFAS No. 95) raquiro8 roplacmont of tho S t a t a m n t  of Change# i n  

Financial Position with thm Statamont of Cash FlOW8. The Company 

has adoptod SFAS No. 95, and  for purposos oL t k i s  otatomont 

considors tomporary cash invo.tm.nts, genozaxtly.' k t lxa form o f  

c o r t i f  icatas of dapomit an& rapurchaur .agraments* *w.l-tk cl m k u u i t y  

of thr80 months .or 1.88, t o  bo cash .equiv?klenta;. :.- fol.lowiny 

supplemental dimclosures arm roqtlired by SFAS No. 95: 

t 

i 
. 

. .  

Cash paid for: 

, Intoroot  on long-tom dobt $ 14,113, : '' $ 13,572 
Federal and stat. incomo taxes . $ 3,200 s 
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KENT[ICXY UTILITIES COMPANY AND SUBSIDIARY 

MANAGEHENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATION 

v s i s  of W U l t U  of 

OPERATING REVENUES 

For tho Q u a r t . r d  
March 31, March 31,  

por sharo amounts) 

I -  

. . .  
. - .-. . .  

r . ,  ' . , 

Salos to ultimato consumers . . . . . . . .  
Salos for rosale and othar . . . . . . . . .  

LESS EXPENSES AND TAXES 

Fuel and purchasod powor . . . . . . . . . .  
Employeo wagos, sa lar ios  and bonofits. . . .  

supplies and sarvicos, not . . . . . . . .  . . .  Othor oxponses, primarily maintenanco, 

Depreciation . . . . . . . . . . . . . . . .  ... 
3 . .  -.. 

INCOME BEFORE INTEREST AND TAXES . .' . . 

$ 130 
14 
2 

Interest . . . . . . . . . . . . . . . . . . .  '2 
38 

14 
INCOME BEFORE TAXES . . . .  i 

. .  i. 

. .  . . . . . . . . .  Federal and utato incomo t a m s  . . . .  .. 
' NETINCOWE.. . - 

EARNINGS PER AVERAGE COEWON SHARE . . . . . .  

$ 132 
10 a 
. . . .  

49 
1 3  

'-. - ' 1.7 

: . 5 0  

9 
4 1  

1 7. 

I 
: .t 
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KENTUCKY UTILITIES COMPANY AND SUBSIDmY 

MANAGEUENT'S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATION 

Oporating revenues for the first quarter of 1988 increased 

by $2.6 million (1.8%) when compared to the first quarter of 

1987. This  chango wa8 primarily the reault of a 13.11 increase 

in kilowatt-hour sales, of which off-systom salos accountod for 

34.9% of the increa8e. The remaining increases in -kilowaCt-hour 
sales were primarily dum to the effects of colder vpather during 

the first quarter of 1988 when compared to tho corresponding 

period in 1987. Tho revenue impact of the salos increase was 

largely oSfset by a reduction in fuel clause rovenues and the 

effects of retail and wholosals ratrrebuctioas mads in.order to 

pass a1ong:mavings rosulting h.onr tlre'Tax.Ruform Act of 1986. 

Fuel.and purchased power expenses increased $5.9 million 

(12.1%) for the threo month.. period ended March 31, 1988, when 

compared to the corresponding. period in 1987. Fuel expense 

increased $7.9 million (18..21), while purchased power expense 

decreased $2.0 million (37.7%). The increase in fuel expense was 

due to a '  19.98 increasa fn tons of coal consumed, offset 

partially by a 1.1% decrease in the price per ton of coal 

consumed. ' The additional coal consumption zesultetl Irom the 

above mentioned increase in kilowatt-hour sales; The decrease in 

purchased power expense resulted from a 58.2% reduction in 
kilowatt-hours purchased. 
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KENTUCKY VTILXTIES COMPANY AND SUBSIDIARY 

UANAG-'S DISCUSSION AND ANALYSIS OF FINANCIAL 

CONDITION AND RESULTS OF OPERATION 

Federal and stat. income taxes dmcreas.9 $2.8 mil l ion for 

tho firat quartor of 1988 compared w i t h  +ha first quarter ot 

1987. The decrease is primarily attributablo to  lowor corporate 

income tax rates  result ing from the application of the T a x  Reform 

A c t  Of 1986. 

Earnings per averagm eomon shara increased 9.03 for the 

f irat  quarter of 1988, when compared to the corrasppnding period 

of 1987. The increase,was due to  the decrease in  the preferred 

ntock dividend requirement. 

.. . 

.. . 

. .  , .  
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PART II. OTBER INFORMATION 
IcENTuQnt UTILITIES COMPANY AND SWSIDIARY 

ITEn6. - ON pQBILkl6 - 
(a) Exhibit.. 

Nono. 

(b) Roportm on Pozm 8-K. 
Nom. 



m C X Y  UTILITIES COMPANY AND SUBSIDIARY 

SIGNATURES 

Pursuant to  tho requirements of the Securities Exchango A c t  

of 1934, tho Registrant has duly caused this report to  br signed 

on its behalf by the undorsignod thereunto duly authorized. 

Dato Mav 9. 1988 

Date Mav 9. 1988 

iohn T. Newton 
Chairman and Preaident 

s/ John T. w o n  - 
Fred Davis 
Controller . 
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ATTACHflENT D 

REFERENCE 
ATTACHMENT I FILE WITH ---- 

A, B, & E Consolidating 
Re rta W i t h  

Consolidatod 
Annual Roport 

Subsidiarios 

El p" minationa 

C Non Connolidated 

D 

D 

F 

D 10-K 

10-Q 

8-K 

To Bo 
Discunaed 

90 day8 aitor 
end of fiscal 

year 

45 day8 after 
end of firat 

three quarters 

10 days aitor 
occurrence OS 
reportable event 

File with quarterly 
and annual SEC 

reports 

File with annual 
SEC reports 

File with annual 
SEC reports 

30 days after 
due date 

30 days after 
due date 

30 days after 
due date 

cfd/pdrplll7.88 



ATTACH"T E 

PSC CASE NO. 10296 
KU BOLDING COMPANY 

"Significant Transfers of Utility Assets" 

KO shall report to the PSC any significant transfer of 
utility assets between KO and any nonutility affiliate provided 
that the amount of F I ~  such transfer exceeds the minimum reporting 
value stated below for each account. 

Accounts 

Other Property and Investments 
Current and Accrual Assets 
General Plant 
Distribution Plant 
Transmission Plant 
Production Plant 

Minimum 
Reporting 
Value 

$250,000 
250,000 
250,000 
250,000 
250,000 
500,000 

Transfers or sales of nonutility assets, payment of dividends 
and normal recurring transactions are expressly excluded from this 
reporting requirement. 

Transactions of values below the above criteria will be 
grouped and reported along with an itemized list of significant 
items on an annual basis, according to specific categories (e.g., 
land, transportation equipment, etc.). 

The above definition of significant transfers will be subject 
to review and modification by agreement of KU and the PSC in the 
event the extent of reporting of such transactions becomes burden- 
some for KO or is deemed unnecessary by the Commission. 


